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in utilising its assets. Even then the firm's earnings were nega-
tive and were on the increase except for 1980 {Section-B (ii),
Table 4.11). This implied that the asset utilisation alone
was not enough to cover all the costs.
For Finn X, the ratio of net sales/total capital emplo-
yed was increasing upto 1980 and became negative in 1981
which implied that in 1981 per every unit of capital employed
sales were -0.03 (Section-A, Table 4.9). This implied ineffici-
ent utilisation of total capital. Fixed assets to net sales which
showed a falling trend upto 1980 indicated efficiency in utilis-
ing fixed assets but the value cf this became negative when
sales were negative (Section-B, Table 4.9). Negative sales
were a sign of increasing sickness. Current assets / net sales
showed a felling trend upto 1979 but afterwards a rising one
(Section-C, Table 4.9). Inefficiency and ineffectiveness in the
utilisation of assets resulted in continuous losses fcr the firm
(Section-B (ii), Table 4.11*.
For Firm-XI, Section-A, Table 4.9 indicated a rising
trend in net sales / total capital employed which was a sign of
increasing efficiency in asset-usage. A steep fall in the ratio
of fixed assets to net sales was seen from 1979 to 1980 but
afterwards a slight increase appeared (Section-B, Table 4.9).
A decreasing trend was seen for current assets / net sales
(Section-C, Table 4.9). Ail these asset-usage ratios of the firm
indicated its increasing efficiency in utilising its assets. This
resulted in its attainment of the break-even level of sales even
by 1978 when the firm neither made losses nor profits (Section-B
(ii), Table 4.11). Except for 1979, the firm was earning posi-
tive returns after meeting all expenses.
In sum the above asset-usage ratio analysis indicated
that out of eleven sample units, 4 (V, VI, VII and XI) were
efficient and effective,
Operating Expenses
The efficiency of a firm to control expenses increases
its competitive strength which results in larger profits. There-
fore, the study of expenses is important for determining tbe
success or otherwise of a firm.